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I. Executive Summary
A. Purpose
1. Home Health Prospective Payment System (HH PPS)

This proposed rule would update the payment rates for home health agencies (HHAS) for
calendar year (CY) 2021, as required under section 1895(b) of the Social Security Act (the Act).
This proposed rule would also set forth the case-mix weights under section 1895(b)(4)(A)(i) and
(b)(4)(B) of the Act for 30-day periods of care in CY 2021; and the CY 2021 fixed-dollar loss
ratio (FDL) and the loss-sharing ratio for outlier payments (as required by section 1895(b)(5)(A)
of the Act). This rule also proposes to adopt the revised OMB statistical area delineations as
described in the September 14, 2018 OMB Bulletin No. 18-04" for the labor market delineations
used in the home health wage index, effective beginning in CY 2021. This rule also proposes a
cap on wage index decreases in excess of 5 percent. This proposed rule would adopt the new
OMB statistical areas and the 5 percent cap on wage index decreases under the statutory
discretion afforded to the Secretary under sections 1895(b)(4)(A)(ii) and (b)(4)(C) of the Act.
Finally, this proposed rule proposes to permanently finalize the changes to § 409.43(a) as
finalized in “Medicare and Medicaid Programs; Policy and Regulatory Revisions in Response to
the COVID-19 Public Health Emergency” interim final rule with comment period (First
COVID-19 PHE IFC) (85 FR 19230), to state that the plan of care must include any provision of
remote patient monitoring or other services furnished via a telecommunications system.

2. Home Health Quality Reporting Program (HH QRP)

We are not proposing any changes for the Home Health Quality Reporting Program.

1 On March 6, 2020, OMB issued the most recent OMB Bulletin No. 20-01. Bulletin No. 20-01 was not utilized for
this proposed rulemaking.



3. Changes to the CoP OASIS Requirements

This proposed rule would remove an obsolete provision that requires new HHAs that do
not yet have a CMS certification number to conduct test OASIS data transmissions to the CMS
data system as part of the initial certification process.
4. Home Infusion Therapy Services

This proposed rule outlines the home infusion therapy policies finalized in the CY 2020
HH PPS final rule with comment period (84 FR 60615), as required by section 1834(u) of the
Act. This proposed rule includes conforming regulations text changes excluding home infusion
therapy services from coverage under the Medicare home health benefit as required by the
conforming amendment in section 5012(c)(3) of the 21* Century Cures Act.
5. Enrollment Standards for Qualified Home Infusion Therapy Suppliers

This proposed rule would set out the Medicare provider enrollment policies for qualified
home infusion therapy suppliers.

B. Summary of the Provisions of this Rule

1. Home Health Prospective Payment System (HH PPS)

In section I11.A of this rule, we propose to set the LUPA thresholds and the case-mix
weights for CY 2021 equal to the CY 2020 LUPA thresholds and case-mix weights established
for the first year of the PDGM. The PDGM is our new case-mix adjustment methodology to
adjust payments for home health periods of care beginning on and after January 1, 2020. The
PDGM relies more heavily on clinical characteristics and other patient information to place
patients into meaningful payment categories and eliminates the use of therapy service thresholds,
as required by section 1895(b)(4)(B) of the Act, as amended by section 51001 (a)(3) of the

Bipartisan Budget Act of 2018 (BBA of 2018).



Section I11.B. of this rule proposes to adopt the OMB statistical area delineations outlined
in a September 14, 2018, OMB bulletin No. 18-04. This rule also proposes a transition with a
1-year cap on wage index decreases in excess of 5 percent, consistent with the policy being
proposed for other Medicare payment systems. This proposed rule would adopt the new OMB
statistical areas and the 5 percent cap on wage index decreases under the statutory discretion
afforded to the Secretary under sections 1895(b)(4)(A)(ii) and (b)(4)(C) of the Act.

In section 111.C. of this rule, we propose to update the home health wage index, the CY
2021 national, standardized 30-day period of care payment amounts and the CY 2021 national
per-visit payment amounts by the home health payment update percentage. The home health
payment update percentage for CY 2021 is estimated to be 2.7 percent. Additionally, for
CY 2021, this proposed rule proposes to maintain the fixed-dollar loss ratio at 0.63, as finalized
for CY 2020.

Section 111.D. of this proposed rule proposes to permanently finalize the changes to
8 409.43(a) as finalized in the first COVID-19 PHE IFC (85 FR 19230), to state that the plan of
care must include any provision of remote patient monitoring or other services furnished via a
telecommunications system and describe how the use of such technology is tied to the patient-
specific needs as identified in the comprehensive assessment and will help to achieve the goals
outlined on the plan of care.

Section V. of this proposed rule discusses the HH QRP and proposed changes to the
conditions of participation (CoP) OASIS requirements.

In sections V.A.1. and 2. of this proposed rule, we discuss the background and overview
of the home infusion therapy services benefit, as well as review the payment policies we

finalized in the CY HH PPS final rule with comment period for the CY 2021 implementation (84



FR 60628). In section VV.A.5. of this proposed rule, we propose technical regulations text

changes to exclude home infusion therapy services from coverage under the Medicare home

health benefit, as required by section 5012(c)(3) of the 21 Century Cures Act, which amended

section 1861(m) of the Act. In section V.B. of this proposed rule, we discuss proposed

requirements regarding enrollment standards for qualified home infusion therapy suppliers.

C. Summary of Costs, Transfers, and Benefits

TABLE 1: SUMMARY OF COSTS, TRANSFERS, AND BENEFITS

Provision Description

Costs and Cost Savings

Transfers

Benefits

CY 2021 HH PPS Payment Rate
Update

The overall economic impact of the
HH PPS payment rate update is an
estimated $540 million (2.6 percent)
in increased payments to HHASs in
CY 2021.

To ensure home health
payments are consistent
with statutory payment
authority for CY 2021.

HH QRP No proposals are being made
therefore, no costs or savings are
associated with this provision.

OASIS There are no costs associated

with this provision.

CY 2021 Payments for Home
Infusion Therapy Services

The overall economic impact of
updating the payment rates for home
infusion therapy services, based on
the Physician Fee Schedule amounts
for CY 2021, is no more than a 1 to
2 percent increase /decrease ($1
million or less) in payments to
eligible home infusion therapy
suppliers in CY 2021.

To ensure that payment
for home infusion therapy
services are consistent
with statutory authority
for CY 2021.

Home Infusion Therapy Supplier
Enrollment

The estimated average annual
burden associated with home
infusion therapy supplier
enrollment over the 3-year OMB
approval period is 583 hours at a
cost of $28,583.

We estimate a total application fee
cost to enrollees of $364,800 (or
600 x $608) in the first year,
$31,050 (or 50 x $621) in the
second year, and $31,700 (or 50 x
$634) in the third year. This
constitutes an average annual figure
over the first 3 years of this
proposed requirement of $142,517.

Enrollment ensures that
home infusion therapy
suppliers meet all
applicable requirements.




I11. Home Health Prospective Payment System

A. Overview of the Home Health Prospective Payment System

1. Statutory Background

The Balanced Budget Act of 1997 (BBA) (Pub. L. 105-33, enacted August 5, 1997),
significantly changed the way Medicare pays for Medicare home health services. Section 4603
of the BBA mandated the development of the HH PPS. Until the implementation of the HH PPS
on October 1, 2000, HHAs received payment under a retrospective reimbursement system.
Section 4603(a) of the BBA mandated the development of a HH PPS for all Medicare-covered
home health services provided under a plan of care (POC) that were paid on a reasonable cost
basis by adding section 1895 of the Act, entitled ‘‘Prospective Payment For Home Health
Services.”” Section 1895(b)(1) of the Act requires the Secretary to establish a HH PPS for all
costs of home health services paid under Medicare. Section 1895(b)(2) of the Act required that,
in defining a prospective payment amount, the Secretary will consider an appropriate unit of
service and the number, type, and duration of visits provided within that unit, potential changes
in the mix of services provided within that unit and their cost, and a general system design that
provides for continued access to quality services.

Section 1895(b)(3)(A) of the Act required the following: (1) the computation of a
standard prospective payment amount that includes all costs for HH services covered and paid
for on a reasonable cost basis, and that such amounts be initially based on the most recent
audited cost report data available to the Secretary (as of the effective date of the 2000 final rule);
and (2) the standardized prospective payment amount be adjusted to account for the effects of
case-mix and wage levels among HHAs. Section 1895(b)(3)(B) of the Act requires the standard

prospective payment amounts be annually updated by the home health applicable percentage



increase. Section 1895(b)(4) of the Act governs the payment computation. Sections
1895(b)(4)(A)(i) and (b)(4)(A)(ii) of the Act require the standard prospective payment amount to
be adjusted for case-mix and geographic differences in wage levels. Section 1895(b)(4)(B) of the
Act requires the establishment of an appropriate case-mix change adjustment factor for
significant variation in costs among different units of services. Similarly, section 1895(b)(4)(C)
of the Act requires the establishment of area wage adjustment factors that reflect the relative
level of wages, and wage-related costs applicable to home health services furnished in a
geographic area compared to the applicable national average level. Under section 1895(b)(4)(C)
of the Act, the wage adjustment factors used by the Secretary may be the factors used under
section 1886(d)(3)(E) of the Act. Section 1895(b)(5) of the Act gives the Secretary the option to
make additions or adjustments to the payment amount otherwise paid in the case of outliers due
to unusual variations in the type or amount of medically necessary care. Section 3131(b)(2) of
the Affordable Care Act revised section 1895(b)(5) of the Act so that total outlier payments in a
given year would not exceed 2.5 percent of total payments projected or estimated. The provision
also made permanent a 10 percent agency-level outlier payment cap.

In accordance with the statute, as amended by the BBA, we published a final rule in the
July 3, 2000 Federal Register (65 FR 41128) to implement the HH PPS legislation. The July
2000 final rule established requirements for the new HH PPS for home health services as
required by section 4603 of the BBA, as subsequently amended by section 5101 of the Omnibus
Consolidated and Emergency Supplemental Appropriations Act for Fiscal Year 1999
(OCESAA), (Pub. L. 105-277, enacted October 21, 1998); and by sections 302, 305, and 306 of
the Medicare, Medicaid, and SCHIP Balanced Budget Refinement Act of 1999, (BBRA) (Pub. L.

106-113, enacted November 29, 1999). The requirements include the implementation of a HH



PPS for home health services, consolidated billing requirements, and a number of other related
changes. The HH PPS described in that rule replaced the retrospective reasonable cost-based
system that was used by Medicare for the payment of home health services under Part A and Part
B. For a complete and full description of the HH PPS as required by the BBA, see the July 2000
HH PPS final rule (65 FR 41128 through 41214).

Section 5201(c) of the Deficit Reduction Act of 2005 (DRA) (Pub. L.109-171, enacted
February 8, 2006) added new section 1895(b)(3)(B)(v) to the Act, requiring HHAS to submit data
for purposes of measuring health care quality, and linking the quality data submission to the
annual applicable payment percentage increase. This data submission requirement is applicable
for CY 2007 and each subsequent year. If an HHA does not submit quality data, the home health
market basket percentage increase is reduced by 2 percentage points. In the November 9, 2006
Federal Register (71 FR 65935), we published a final rule to implement the pay-for-reporting
requirement of the DRA, which was codified at 8§ 484.225(h) and (i) in accordance with the
statute. The pay-for-reporting requirement was implemented on January 1, 2007.

The Affordable Care Act made additional changes to the HH PPS. One of the changes in
section 3131 of the Affordable Care Act is the amendment to section 421(a) of the Medicare
Prescription Drug, Improvement, and Modernization Act of 2003 (MMA) (Pub. L. 108-173,
enacted on December 8, 2003) as amended by section 5201(b) of the DRA. Section 421(a) of the
MMA, as amended by section 3131 of the Affordable Care Act, requires that the Secretary
increase, by 3 percent, the payment amount otherwise made under section 1895 of the Act, for
HH services furnished in a rural area (as defined in section 1886(d)(2)(D) of the Act) with
respect to episodes and visits ending on or after April 1, 2010, and before January 1, 2016.

Section 210 of the Medicare Access and CHIP Reauthorization Act of 2015 (Pub. L. 114-10)



(MACRA) amended section 421(a) of the MMA to extend the 3 percent rural add-on payment
for home health services provided in a rural area (as defined in section 1886(d)(2)(D) of the Act)
through January 1, 2018. In addition, section 411(d) of MACRA amended section 1895(b)(3)(B)
of the Act such that CY 2018 home health payments be updated by a 1 percent market basket
increase. Section 50208(a)(1) of the BBA of 2018 again extended the 3 percent rural add-on
through the end of 2018. In addition, this section of the BBA of 2018 made some important
changes to the rural add-on for CY's 2019 through 2022.

Section 51001(a)(1)(B) of the Bipartisan Budget Act of 2018 (BBA of 2018) amended
section 1895(b) of the Act to require a change to the home health unit of payment to 30-day
periods beginning January 1, 2020. Section 51001(a)(2)(A) of the BBA of 2018 added a new
subclause (iv) under section 1895(b)(3)(A) of the Act, requiring the Secretary to calculate a
standard prospective payment amount (or amounts) for 30-day units of service, furnished that
end during the 12-month period beginning January 1, 2020, in a budget neutral manner, such that
estimated aggregate expenditures under the HH PPS during CY 2020 are equal to the estimated
aggregate expenditures that otherwise would have been made under the HH PPS during CY 2020
in the absence of the change to a 30-day unit of service. Section 1895(b)(3)(A)(iv) of the Act
requires that the calculation of the standard prospective payment amount (or amounts) for CY
2020 be made before the application of the annual update to the standard prospective payment
amount as required by section 1895(b)(3)(B) of the Act.

Additionally, section 1895(b)(3)(A)(iv) of the Act requires that in calculating the
standard prospective payment amount (or amounts), the Secretary must make assumptions about
behavior changes that could occur as a result of the implementation of the 30-day unit of service

under section 1895(b)(2)(B) of the Act and case-mix adjustment factors established under section



1895(b)(4)(B) of the Act. Section 1895(b)(3)(A)(iv) of the Act further requires the Secretary to
provide a description of the behavior assumptions made in notice and comment rulemaking.
CMS finalized these behavior assumptions in the CY 2019 HH PPS final rule with comment
period (83 FR 56461).

Section 51001(a)(2)(B) of the BBA of 2018 also added a new subparagraph (D) to
section 1895(b)(3) of the Act. Section 1895(b)(3)(D)(i) of the Act requires the Secretary to
annually determine the impact of differences between assumed behavior changes as described in
section 1895(b)(3)(A)(iv) of the Act, and actual behavior changes on estimated aggregate
expenditures under the HH PPS with respect to years beginning with 2020 and ending with 2026.
Section 1895(b)(3)(D)(ii) of the Act requires the Secretary, at a time and in a manner determined
appropriate, through notice and comment rulemaking, to provide for one or more permanent
increases or decreases to the standard prospective payment amount (or amounts) for applicable
years, on a prospective basis, to offset for such increases or decreases in estimated aggregate
expenditures, as determined under section 1895(b)(3)(D)(i) of the Act. Additionally,
1895(b)(3)(D)(iii) of the Act requires the Secretary, at a time and in a manner determined
appropriate, through notice and comment rulemaking, to provide for one or more temporary
increases or decreases, based on retrospective behavior, to the payment amount for a unit of
home health services for applicable years, on a prospective basis, to offset for such increases or
decreases in estimated aggregate expenditures, as determined under section 1895(b)(3)(D)(i) of
the Act. Such a temporary increase or decrease shall apply only with respect to the year for
which such temporary increase or decrease is made, and the Secretary shall not take into account
such a temporary increase or decrease in computing the payment amount for a unit of home

health services for a subsequent year. And finally, section 51001(a)(3) of the BBA of 2018



amends section 1895(b)(4)(B) of the Act by adding a new clause (ii) to require the Secretary to
eliminate the use of therapy thresholds in the case-mix system for CY 2020 and subsequent
years.
2. Current System for Payment of Home Health Services Beginning in CY 2020 and Subsequent
Year

For home health periods of care beginning on or after January 1, 2020, Medicare makes
payment under the HH PPS on the basis of a national, standardized 30-day period payment rate
that is adjusted for the applicable case-mix and wage index in accordance with section 51001
(@)(1)(B) of the BBA of 2018. The national, standardized 30-day period rate includes the six
home health disciplines (skilled nursing, home health aide, physical therapy, speech-language
pathology, occupational therapy, and medical social services). Payment for non-routine supplies
(NRS) is now part of the national, standardized 30-day period rate. Durable medical equipment
provided as a home health service as defined in section 1861(m) of the Act is paid the fee
schedule amount and is not included in the national, standardized 30-day period payment
amount.

To better align payment with patient care needs and better ensure that clinically
complex and ill beneficiaries have adequate access to home health care, in the CY 2019 HH PPS
final rule with comment period (83 FR 56406), we finalized case-mix methodology refinements
through the Patient-Driven Groupings Model (PDGM) for home health periods of care beginning
on or after January 1, 2020. To adjust for case-mix for 30-day periods of care beginning on and
after January 1, 2020, the HH PPS uses a 432-category case mix classification system to assign
patients to a home health resource group (HHRG) using patient characteristics and other clinical

information from Medicare claims and the Outcome and Assessment Information Set (OASIS)



assessment instrument. These 432 HHRGs represent the different payment groups based on five
main case-mix variables under the PDGM, as shown in Figure 1, and subsequently described in
more detail throughout this section. Each HHRG has an associated case-mix weight which is
used in calculating the payment for a 30-day period of care. For periods of care with visits less
than the low-utilization payment adjustment (LUPA) threshold for each HHRG, Medicare pays
national per-visit rates based on the discipline(s) providing the services. Medicare also adjusts
the national standardized 30-day period payment rate for certain intervening events that are
subject to a partial payment adjustment (PEP adjustment). For certain cases that exceed a
specific cost threshold, an outlier adjustment may also be available.

Under this new case-mix methodology, case-mix weights are generated for each of the
different PDGM payment groups by regressing resource use for each of the five categories listed
in this section of this proposed rule (admission source, timing clinical grouping, functional
impairment level, and comorbidity adjustment) using a fixed effects model. Below is a
description of each of the case-mix variables under the PDGM.

FIGURE 1: CASE-MIX VARIABLES IN THE PDGM
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a. Timing

Thirty-day periods of care are classified as “early” or “late” depending on when they
occur within a sequence of 30-day periods. The first 30-day period of care is classified as early
and all subsequent 30-day periods of care in the sequence (second or later) are classified as late.
A 30-day period is not be considered early unless there is a gap of more than 60 days between

the end of one period of care and the start of another. Information regarding the timing of a 30-



day period of care comes from Medicare home health claims data and not the OASIS assessment
to determine if a 30-day period of care is “early” or “late”. While the PDGM case-mix
adjustment is applied to each 30-day period of care, other home health requirements continue on
a 60-day basis. Specifically, certifications and re-certifications continue on a 60-day basis and
the comprehensive assessment must still be completed within 5 days of the start of care date and
completed no less frequently than during the last 5 days of every 60 days beginning with the start
of care date, as currently required by § 484.55, “Condition of participation: Comprehensive
assessment of patients.”
b. Admission Source

Each 30-day period of care is classified into one of two admission source categories—
community or institutional—depending on what healthcare setting was utilized in the 14 days
prior to home health. Thirty-day periods of care for beneficiaries with any inpatient acute care
hospitalizations, inpatient psychiatric facility (IPF) stays, skilled nursing facility (SNF) stays,
inpatient rehabilitation facility (IRF) stays, or long-term care hospital (LTCH) stays within
14-days prior to a home health admission are designated as institutional admissions.

The institutional admission source category also includes patients that had an acute care
hospital stay during a previous 30-day period of care and within 14 days prior to the subsequent,
contiguous 30-day period of care and for which the patient was not discharged from home health
and readmitted (that is, the “admission date” and “from date” for the subsequent 30-day period of
care do not match), as we acknowledge that HHAs have discretion as to whether they discharge
the patient due to a hospitalization and then readmit the patient after hospital discharge.
However, we do not categorize post-acute care stays, meaning SNF, IRF, LTCH, or IPF stays,

that occur during a previous 30-day period of care and within 14 days of a subsequent,



contiguous 30-day period of care as institutional (that is, the “admission date” and “from date”
for the subsequent 30-day period of care do not match), as HHASs should discharge the patient if
the patient required post-acute care in a different setting, or inpatient psychiatric care, and then
readmit the patient, if necessary, after discharge from such setting. All other 30-day periods of
care would be designated as community admissions.

Information from the Medicare claims processing system determines the appropriate
admission source for final claim payment. The OASIS assessment is not utilized in evaluating
for admission source information. Obtaining this information from the Medicare claims
processing system, rather than as reported on the OASIS, is a more accurate way to determine
admission source information as HHAs may be unaware of an acute or post-acute care stay prior
to home health admission. While HHAs can report an occurrence code on submitted claims to
indicate the admission source, obtaining this information from the Medicare claims processing
system allows CMS the opportunity and flexibility to verify the source of the admission and
correct any improper payments as deemed appropriate. When the Medicare claims processing
system receives a Medicare home health claim, the systems check for the presence of a Medicare
acute or post-acute care claim for an institutional stay. If such an institutional claim is found,
and the institutional claim occurred within 14 days of the home health admission, our systems
trigger an automatic adjustment to the corresponding HH claim to the appropriate institutional
category. Similarly, when the Medicare claims processing system receives a Medicare acute or
post-acute care claim for an institutional stay, the systems will check for the presence of a HH
claim with a community admission source payment group. If such HH claim is found, and the
institutional stay occurred within 14 days prior to the home health admission, our systems trigger

an automatic adjustment of the HH claim to the appropriate institutional category. This process



may occur any time within the 12-month timely filing period for the acute or post-acute claim.

For purposes of a Request for Anticipated Payment (RAP), only the final claim will be adjusted

to reflect the admission source. More information regarding the admission source reporting

requirements for RAP and claims submission, including the use of admission source occurrence

codes, can be found in the Medicare Claims Processing Manual, chapter 10.

c. Clinical Groupings

Each 30-day period of care is grouped into one of 12 clinical groups which describe the

primary reason for which patients are receiving home health services under the Medicare home

health benefit. The clinical grouping is based on the principal diagnosis reported on home health

claims. The 12 clinical groups are listed and described in Table 2.

TABLE 2: CLINICAL GROUPS FOR CASE-MIX ADJUSTMENT

Clinical Groups

The Primary Reason for the Home Health Encounter is to
Provide:

Musculoskeletal Rehabilitation

Therapy (physical, occupational or speech) for a musculoskeletal condition

Neuro/Stroke Rehabilitation

Therapy (physical, occupational or speech) for a neurological condition or
stroke

Wounds — Post-Op Wound
Aftercare and Skin/Non-Surgical Wound
Care

Assessment, treatment & evaluation of a surgical wound(s); assessment,
treatment & evaluation of non-surgical wounds, ulcers, burns, and other
lesions

Behavioral Health Care

Assessment, treatment & evaluation of psychiatric and substance abuse
conditions

Complex Nursing Interventions

Assessment, treatment & evaluation of complex medical & surgical
conditions including IV, TPN, enteral nutrition, ventilator, and ostomies

Medication Management,
Teaching and Assessment (MMTA)

MMTA -Surgical Aftercare

Assessment, evaluation, teaching, and medication management for surgical
aftercare

MMTA - Cardiac/Circulatory

Assessment, evaluation, teaching, and medication management for cardiac
or other circulatory related conditions

MMTA — Endocrine

Assessment, evaluation, teaching, and medication management for
endocrine related conditions

MMTA - GI/GU

Assessment, evaluation, teaching, and medication management for
gastrointestinal or genitourinary related conditions

% Medicare Claims Processing Manual Chapter 10 - Home Health Agency Billing.
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/downloads/cim104c10.pdf



https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/downloads/clm104c10.pdf

MMTA - Infectious Assessment, evaluation, teaching, and medication management for
Disease/Neoplasms/Blood-forming conditions related to infectious diseases, neoplasms, and blood-forming
Diseases diseases

. Assessment, evaluation, teaching, and medication management for
MMTA —Respiratory respiratory related conditions

Assessment, evaluation, teaching, and medication management for a variety
MMTA - Other of medical and surgical conditions not classified in one of the previously
listed groups

If a home health claim is submitted with a principal diagnosis that is not assigned to a
clinical group (for example, because the diagnosis code is vague, ill-defined, unspecified, or is
subject to certain ICD-10-CM coding conventions), the claim is returned to the provider for more
definitive coding. While these clinical groups represent the primary reason for home health
services during a 30-day period of care, this does not mean that they represent the only reason for
home health services. Home health remains a multidisciplinary benefit and payment is bundled
to cover all necessary home health services identified on the individualized home health plan of
care. Therefore, regardless of the clinical group assignment, HHAS are required, in accordance
with the home health CoPs at § 484.60(a)(2), to ensure that the individualized home health plan
of care addresses all care needs, including the disciplines to provide such care. Under the PDGM,
the clinical group is just one variable in the overall case-mix adjustment for a home health period
of care. Moreover, it is possible for the principal diagnosis to change between the first and
second 30-day period of care and the claim for the second 30-day period of care would reflect
the new principal diagnosis. HHAs would not change the claim for the first 30-day period.

d. Functional Impairment Level

Each 30-day period of care will be placed into one of three functional impairment levels,
low, medium, or high, based on responses to certain OASIS functional items associated with
grooming, bathing, dressing, ambulating, transferring, and risk for hospitalization. The specific

OASIS items that are used for the functional impairment level are found in Table 7 in the CY




2020 HH PPS final rule with comment period (84 FR 60478, 60490). Responses to these OASIS
items are grouped together into response categories with similar resource use and each response
category has associated points. A more detailed description as to how these response categories
were established can be found in the technical report, “Overview of the Home Health Groupings
Model” posted on the HHA webpage.® The sum of these points’ results in a functional
impairment level score used to group 30-day periods of care into a functional impairment level
with similar resource use. The scores associated with the functional impairment levels vary by
clinical group to account for differences in resource utilization. The functional impairment level
will remain the same for the first and second 30-day periods of care unless there has been a
significant change in condition which warranted an “other follow-up” assessment prior to the
second 30-day period of care. For each 30-day period of care, the Medicare claims processing
system will look for the most recent OASIS assessment based on the claims “from date.”
e. Comorbidity Adjustment

Thirty-day periods will receive a comorbidity adjustment category based on the presence
of certain secondary diagnoses reported on home health claims. These diagnoses are based on a
home-health specific list of clinically and statistically significant secondary diagnosis subgroups
with similar resource use, meaning the secondary diagnoses have at least as high as the median
resource use and represent more that 0.1 percent of 30-day periods of care. Home health 30-day
periods of care can receive a comorbidity adjustment under the following circumstances:

e Low comorbidity adjustment: There is a reported secondary diagnosis on the home

health-specific comorbidity subgroup list that is associated with higher resource use.

% Overview of the Home Health Groupings Model. November 18, 2016.
https://downloads.cms.gov/files/hhgm%20technical%20report%20120516%20sxf.pdf.


https://downloads.cms.gov/files/hhgm%20technical%20report%20120516%20sxf.pdf

e High comorbidity adjustment: There are two or more secondary diagnoses on the
home health-specific comorbidity subgroup interaction list that are associated with higher
resource use when both are reported together compared to if they were reported separately. That
is, the two diagnoses may interact with one another, resulting in higher resource use.

e No comorbidity adjustment: A 30-day period of care will receive no comorbidity
adjustment if no secondary diagnoses exist or none meet the criteria for a low or high
comorbidity adjustment. A 30-day period of care can have a low comorbidity adjustment or a
high comorbidity adjustment, but not both. A 30-day period of care can receive only one low
comorbidity adjustment regardless of the number of secondary diagnoses reported on the home
health claim that fell into one of the individual comorbidity subgroups or one high comorbidity
adjustment regardless of the number of comorbidity group interactions, as applicable. The low
comorbidity adjustment amount will be the same across the subgroups and the high comorbidity
adjustment will be the same across the subgroup interactions.

B. Proposed Provisions for Payment Under the Home Health Prospective Payment System (HH

PPS)

1. CY 2021 PDGM Low-Utilization Payment Adjustment (LUPA) Thresholds and PDGM Case-

Mix Weights
a. Proposed CY 2021 PDGM LUPA Thresholds

Under the HH PPS, low utilization payment adjustments (LUPAS) are paid when a
certain visit threshold for a payment group during a 30-day period of care is not met. The
approach to calculating the LUPA thresholds under the PDGM changed to account for the 30-
day unit of payment. Therefore, in order to target the same percentage of LUPA periods as under

the previous 153-group case-mix system (that is, approximately 7-8 percent of 30-day periods



would be LUPAS), in the CY 2019 HH PPS final rule (83 FR 56492) we finalized that the LUPA
thresholds would be set at the 10" percentile of visits or 2 visits, whichever is higher, for each
payment group. This means that the LUPA threshold for each 30-day period of care varies
depending on the PDGM payment group to which it is assigned. If the LUPA threshold for the
payment group is met under the PDGM, the 30-day period of care will be paid the full 30-day
period case-mix adjusted payment amount. If a 30-day period of care does not meet the PDGM
LUPA visit threshold, then payment will be made using the CY 2021 per-visit payment amounts
as described in section I11.C.3.c. of this proposed rule. For example, if the LUPA visit threshold
is four, and a 30-day period of care has four or more visits, it is paid the full 30-day period
payment amount; if the period of care has three or less visits, payment is made using the per-visit
payment amounts.

In the CY 2019 HH PPS final rule with comment period (83 FR 56492), we finalized our
policy that the LUPA thresholds for each PDGM payment group would be reevaluated every
year based on the most current utilization data available at the time of rulemaking. However, CY
2020 was the first year of the new case-mix adjustment methodology and 30-day unit of payment
and at this time we do not have sufficient CY 2020 data in which to make any changes to the
LUPA thresholds for CY 2021. We believe that making any changes to the LUPA thresholds for
CY 2021 based off of 2019 utilization using the 153-group model would result in little change in
the LUPA thresholds from CY 2020 to CY 2021 and would result in additional burden to HHAs
and software vendors in revising their internal billing software to reflect only minor changes.
Therefore, we are proposing to maintain the LUPA thresholds finalized and shown in Table 16 of

the CY 2020 HH PPS final rule with comment period (84 FR 60522) for CY 2021 payment



purposes. We will repost these LUPA thresholds (along with the case-mix weights) that will be
used for CY 2021 on the HHA Center and PDGM webpages.
b. CY 2021 PDGM Case-Mix Weights

As finalized in the CY 2019 HH PPS final rule with comment period (83 FR 56502), the
PDGM places patients into meaningful payment categories based on patient and other
characteristics, such as timing, admission source, clinical grouping using the reported principal
diagnosis, functional impairment level, and comorbid conditions. The PDGM case-mix
methodology results in 432 unique case-mix groups called HHRGs. We also finalized in the CY
2019 HH PPS final rule with comment period (83 FR 56515) to annually recalibrate the PDGM
case-mix weights using a fixed effects model using the most recent, complete utilization data
available at the time of annual rulemaking. However, as noted previously, we do not have
sufficient CY 2020 data from the first year of the new case-mix methodology and because the
2019 data utilize the old 153-case-mix methodology and 60-day episodes of payment such data
are not appropriate for use to simulate 30-day periods under the PDGM in order to recalibrate the
case-mix weights for CY 2021. Therefore, we are proposing to maintain the PDGM case-mix
weights finalized and shown in Table 16 of the CY 2020 HH PPS final rule with comment period
(84 FR 60522) for CY 2021 payment purposes.

We will repost the case-mix weights proposed for CY 2021 on the HHA Center and
PDGM webpages. As mentioned previously in this section, we believe this approach for CY
2021 is more accurate given the limited utilization data for CY 2020 and will be less burdensome
for HHAs and software vendors, who continue to familiarize themselves with this new case-mix
methodology.

2. Proposed Home Health Wage Index Changes



a. Proposed Implementation of New Labor Market Delineations

Generally, OMB issues major revisions to statistical areas every 10 years, based on the
results of the decennial census. However, OMB occasionally issues minor updates and revisions
to statistical areas in the years between the decennial censuses. On April 10, 2018 OMB issued
OMB Bulletin No. 18-03 which superseded the August 15, 2017 OMB Bulletin No. 17-01. On
September 14, 2018, OMB issued, OMB Bulletin No. 18-04, which superseded the April 10,
2018 OMB Bulletin No. 18-03. These bulletins established revisions to the delineation of MSAs,
Micropolitan Statistical Areas, and Combines Statistical Areas, and guidance on uses of the
delineation in these areas. A copy of the September 2018 bulletin is available at:

https://www.whitehouse.gov/wp-content/uploads/2018/09/Bulletin-18-04.pdf. We note that on

March 6, 2020 OMB issued OMB Bulletin No. 20-01 (available at

https://www.whitehouse.gov/wp-content/uploads/2020/03/Bulletin-20-01.pdf. As discussed

below, this bulletin was not available in time for the development of this proposed rule. Bulletin
No. 18-04 states it “provides the delineations of all Metropolitan Statistical Areas, Metropolitan
Divisions, Micropolitan Statistical Areas, Combined Statistical Areas, and New England City
and Town Areas in the United States and Puerto Rico based on the standards published in the
June 28, 2010, Federal Register (75 FR 37246 through 37252), and Census Bureau data.”
While the revisions OMB published on September 14, 2018, are not as sweeping as the
changes made when we adopted the CBSA geographic designations for CY 2006, the
September 14, 2018 bulletin does contain a number of significant changes. For example, there
are new CBSAs, urban counties that have become rural, rural counties that have become urban,
and existing CBSAs that have been split apart. We believe it is important for the home health

wage index to use the latest OMB delineations available in order to maintain a more accurate and



up-to-date payment system that reflects the reality of population shifts and labor market
conditions. We further believe that using the September 2018 OMB delineations would increase
the integrity of the HH PPS wage index by creating a more accurate representation of geographic
variation in wage levels. We have reviewed our findings and impacts relating to the new OMB
delineations, and have concluded that there is no compelling reason to further delay
implementation. We are proposing to implement the new OMB delineations as described in the
September 14, 2018 OMB Bulletin No. 18-04 for the home health wage index effective
beginning in CY 2021. As noted previously, the March 6, 2020 OMB Bulletin No. 20-01 was
not available in time for development of this proposed rule. We will include any updates from
OMB Bulletin No. 20-01 in any changes that would be adopted in the CY 2022 HH PPS
proposed rule.
(1) Micropolitan Statistical Areas

As discussed in the CY 2006 HH PPS proposed rule (70 FR 40788) and final rule (70 FR
68132), CMS considered how to use the Micropolitan statistical area definitions in the
calculation of the wage index. OMB defines a ‘“Micropolitan Statistical Area’’ as a “CBSA”
associated with at least one urban cluster that has a population of at least 10,000, but less than
50,000 (75 FR 37252). We refer to these as Micropolitan Areas. After extensive impact
analysis, consistent with the treatment of these areas under the IPPS as discussed in the FY 2005
IPPS final rule (69 FR 49029 through 49032), we determined the best course of action would be
to treat Micropolitan Areas as ‘‘rural’’ and include them in the calculation of each state’s home
health rural wage index (see 70 FR 40788 and 70 FR 68132). Thus, the HH PPS statewide rural
wage index is determined using IPPS hospital data from hospitals located in non-Metropolitan

Statistical Areas (MSA).



Based upon the 2010 Decennial Census data, a number of urban counties have switched
status and have joined or became Micropolitan Areas, and some counties that once were part of a
Micropolitan Area, have become urban. Overall, there are fewer Micropolitan Areas (542) under
the new OMB delineations based on the 2010 Census than existed under the latest data from the
2000 Census (581). We believe that the best course of action would be to continue the policy
established in the CY 2006 HH PPS final rule and include Micropolitan Areas in each state’s
rural wage index. These areas continue to be defined as having relatively small urban cores
(populations of 10,000 to 49,999). Therefore, in conjunction with our proposal to implement the
new OMB labor market delineations beginning in CY 2021 and consistent with the treatment of
Micropolitan Areas under the IPPS, we are proposing to continue to treat Micropolitan Areas as
“‘rural’’ and to include Micropolitan Areas in the calculation of each state’s rural wage index.
(2) Urban Counties Becoming Rural

If we adopt the new OMB delineations (based upon the 2010 decennial Census data), a
total of 34 counties (and county equivalents) that are currently considered urban would be
considered rural beginning in CY 2021. Table 3 lists the 34 counties that would change to rural
status if we finalize our proposal to implement the new OMB delineations.

TABLE 3: COUNTIES THAT WOULD CHANGE TO RURAL STATUS

County Name State CBSA CBSA Name
BAKER GA 10500 Albany, GA
NEWTON ™ 13140 Beaumont-Port Arthur, TX
GOLDEN VALLEY MT 13740 Billings, MT
WALKER AL 13820 Birmingham-Hoover, AL
SIOUX ND 13900 Bismarck, ND
FLOYD VA 13980 Blacksburg-Christiansburg-Radford, VA
DEWITT IL 14010 Bloomington, IL
FORD IL 16580 Champaign-Urbana, IL
BUCKINGHAM VA 16820 Charlottesville, VA
ARANSAS X 18580 Corpus Christi, TX
MC DONALD MO 22220 Fayetteville-Springdale-Rogers, AR-MO
LE FLORE OK 22900 Fort Smith, AR-OK




County Name State CBSA CBSA Name
WELLS IN 23060 Fort Wayne, IN
HOOD X 23104 Fort Worth-Arlington, TX
SOMERVELL X 23104 Fort Worth-Arlington, TX
HAMILTON NE 24260 Grand Island, NE
BARRY MI 24340 Grand Rapids-Wyoming, Ml
KALAWAO HI 27980 Kahului-Wailuku-Lahaina, HI
VAN BUREN MI 28020 Kalamazoo-Portage, Ml
SCOTT IN 31140 Louisville/Jefferson County, KY-IN
TRIMBLE KY 31140 Louisville/Jefferson County, KY-IN
BENTON MS 32820 Memphis, TN-MS-AR
SIBLEY MN 33460 Minneapolis-St. Paul-Bloomington, MN-WI
HICKMAN TN 34980 Nashville-Davidson--Murfreesboro--Franklin, TN
GULF FL 37460 Panama City, FL
CUSTER SD 39660 Rapid City, SD
CAROLINE VA 40060 Richmond, VA
WEBSTER LA 43340 Shreveport-Bossier City, LA
PLYMOUTH IA 43580 Sioux City, IA-NE-SD
UNION SC 43900 Spartanburg, SC
PEND OREILLE WA 44060 Spokane-Spokane Valley, WA
COLUMBIA WA 47460 Walla Walla, WA
PULASKI GA 47580 Warner Robins, GA
KINGMAN KS 48620 Wichita, KS

(3). Rural Counties Becoming Urban

If we finalize our proposal to implement the new OMB delineations (based upon the 2010
decennial Census data), a total of 47 counties (and county equivalents) that are currently
designated rural would be considered urban beginning in CY 2021. Table 4 lists the 47 counties
that would change to urban status.

TABLE 4: COUNTIES THAT WOULD CHANGE TO URBAN STATUS

County Name State CBSA CBSA Name
GREENE AL 46220 Tuscaloosa, AL
WASHINGTON AL 33660 Mobile, AL
FRANKLIN AR 22900 Fort Smith, AR-OK
LEVY FL 23540 Gainesville, FL
STEWART GA 17980 Columbus, GA-AL
TALBOT GA 17980 Columbus, GA-AL
POWER ID 38540 Pocatello, ID
FULTON IL 37900 Peoria, IL
JOHNSON IL 16060 Carbondale-Marion, IL
FRANKLIN IN 17140 Cincinnati, OH-KY-IN
PARKE IN 45460 Terre Haute, IN




County Name State CBSA CBSA Name
WARREN IN 29200 Lafayette-West Lafayette, IN
BOONE 1A 11180 | Ames, IA
JASPER 1A 19780 Des Moines-West Des Moines, |A
GEARY KS 31740 Manhattan, KS
CARTER KY 26580 Huntington-Ashland, WV-KY-OH
ASSUMPTION LA 12940 Baton Rouge, LA
MOREHOUSE LA 33740 Monroe, LA
FRANKLIN MA 44140 Springfield, MA
IONIA Ml 24340 Grand Rapids-Kentwood, M
SHIAWASSEE MI 29620 Lansing-East Lansing, Ml
LAKE MN 20260 Duluth, MN-WI
COVINGTON MS 25620 Hattiesburg, MS
HOLMES MS 27140 Jackson, MS
STONE MS 25060 Gulfport-Biloxi, MS
COOPER MO 17860 Columbia, MO
HOWARD MO 17860 Columbia, MO
STILLWATER MT 13740 Billings, MT
ANSON NC 16740 Charlotte-Concord-Gastonia, NC-SC
CAMDEN NC 47260 Virginia Beach-Norfolk-Newport News, VA-NC
GRANVILLE NC 20500 Durham-Chapel Hill, NC
HARNETT NC 22180 Fayetteville, NC
OTTAWA OH 45780 Toledo, OH
CLARENDON SC 44940 Sumter, SC
GIBSON TN 27180 | Jackson, TN
STEWART TN 17300 Clarksville, TN-KY
HARRISON X 30980 Longview, TX
STERLING X 41660 San Angelo, TX
KING AND QUEEN VA 40060 Richmond, VA
MADISON VA 47894 | Washington-Arlington-Alexandria, DC-VA-MD-WV
SOUTHAMPTON VA 47260 Virginia Beach-Norfolk-Newport News, VA-NC
FRANKLIN CITY VA 47260 Virginia Beach-Norfolk-Newport News, VA-NC
JACKSON WV 16620 Charleston, WV
MORGAN WV 25180 Hagerstown-Martinsburg, MD-WV
LINCOLN Wi 48140 Wausau-Weston, WI
ADJUNTAS PR 38660 Ponce, PR
LAS MARIAS PR 32420 Mayaguez, PR

(4) Urban Counties Moving to a Different Urban CBSA

In addition to rural counties becoming urban and urban counties becoming rural, several

urban counties would shift from one urban CBSA to another urban CBSA under our proposal to

adopt the new OMB delineations (Table 5). In other cases, applying the new OMB delineations

would involve a change only in CBSA name or number, while the CBSA continues to




encompass the same constituent counties. For example, CBSA 19380 (Dayton, OH) would

experience both a change to its number and its name, and become CBSA 19430

(Dayton-Kettering, OH), while all of its three constituent counties would remain the same. In

other cases, only the name of the CBSA would be modified, and none of the currently assigned

counties would be reassigned to a different urban CBSA. We are not discussing these proposed

changes in this section because they are inconsequential changes with respect to the home health

wage index.

TABLE 5: COUNTIES THAT WOULD CHANGE NAME OR CBSA NUMBER

Proposed Current
CBSA CBSA
Code Proposed CBSA Title Code Current CBSA Title
10540 Albany-Lebanon, OR 10540 | Albany, OR
11500 Anniston-Oxford, AL 11500 | Anniston-Oxford-Jacksonville, AL
12060 Atlanta-Sandy Springs-Alpharetta, GA 12060 | Atlanta-Sandy Springs-Roswell, GA
12420 Austin-Round Rock-Georgetown, TX 12420 | Austin-Round Rock, TX
13460 Bend, OR 13460 Bend-Redmond, OR
13980 Blacksburg-Christiansburg, VA 13980 | Blacksburg-Christiansburg-Radford, VA
14740 Bremerton-Silverdale-Port Orchard, WA 14740 Bremerton-Silverdale, WA
15380 Buffalo-Cheektowaga, NY 15380 | Buffalo-Cheektowaga-Niagara Falls, NY
19430 Dayton-Kettering, OH 19380 | Dayton, OH
24340 Grand Rapids-Kentwood, Ml 24340 | Grand Rapids-Wyoming, MlI
24860 Greenville-Anderson, SC 24860 Greenville-Anderson-Mauldin, SC
25060 Gulfport-Biloxi, MS 25060 Gulfport-Biloxi-Pascagoula, MS
25540 Hartford-East Hartford-Middletown, CT 25540 Hartford-West Hartford-East Hartford, CT
25940 Hilton Head Island-Bluffton, SC 25940 Hilton Head Island-Bluffton-Beaufort, SC
28700 Kingsport-Bristol, TN-VA 28700 Kingsport-Bristol-Bristol, TN-VA
31860 Mankato, MN 31860 Mankato-North Mankato, MN
33340 Milwaukee-Waukesha, WI 33340 Milwaukee-Waukesha-West Allis, WI
34940 Naples-Marco Island, FL 34940 | Naples-Immokalee-Marco Island, FL
35660 Niles, Ml 35660 Niles-Benton Harbor, Ml
36084 Oakland-Berkeley-Livermore, CA 36084 | Oakland-Hayward-Berkeley, CA
36500 Olympia-Lacey-Tumwater, WA 36500 | Olympia-Tumwater, WA
38060 Phoenix-Mesa-Chandler, AZ 38060 | Phoenix-Mesa-Scottsdale, AZ
39150 Prescott Valley-Prescott, AZ 39140 | Prescott, AZ
23224 Frederick-Gaithersburg-Rockville, MD 43524 | Silver Spring-Frederick-Rockville, MD
44420 Staunton, VA 44420 Staunton-Waynesboro, VA
44700 Stockton, CA 44700 Stockton-Lodi, CA
45940 Trenton-Princeton, NJ 45940 Trenton, NJ
46700 Vallejo, CA 46700 | Vallejo-Fairfield, CA
47300 Visalia, CA 47300 Visalia-Porterville, CA
48140 Wausau-Weston, WI 48140 | Wausau, WI
48424 West Palm Beach-Boca Raton-Boynton Beach, FL 48424 | West Palm Beach-Boca Raton-Delray Beach, FL




However, in other cases, if we adopt the new OMB delineations, counties would shift
between existing and new CBSAs, changing the constituent makeup of the CBSAs. In another
type of change, some CBSAs have counties that would split off to become part of or to form
entirely new labor market areas. Finally, in some cases, a CBSA would lose counties to another
existing CBSA if we adopt the new OMB delineations. Table 6 lists the urban counties that
would move from one urban CBSA to a newly or modified CBSA if we adopt the new OMB
delineations.

TABLE 6: COUNTIES THAT WOULD CHANGE TO A DIFFERENT CBSA

Previous CBSA New CBSA County State
16974 16984 COOK IL
16974 16984 DU PAGE IL
16974 16984 GRUNDY IL
16974 20994 KENDALL IL
16974 16984 MC HENRY IL
16974 16984 WILL IL
20524 39100 DUTCHESS NY
20524 35614 PUTNAM NY
26580 16620 LINCOLN wv
28940 34100 GRAINGER TN
35084 35154 SOMERSET NJ
35614 35154 MIDDLESEX NJ
35614 35154 MONMOUTH NJ
35614 35154 OCEAN NJ
35614 39100 ORANGE NY
38660 49500 GUANICA PR
38660 49500 GUAYANILLA PR
38660 49500 PENUELAS PR
38660 49500 YAUCO PR

b. Proposed Transition Period
As discussed above, overall, we believe that our proposal to adopt the revised OMB

delineations for CY 2021 would result in HH PPS wage index values being more representative



of the actual costs of labor in a given area. However, we also recognize that some home health
agencies would experience decreases in their area wage index values as a result of our proposal.
We also realize that many home health agencies would have higher area wage index values
under our proposal.

To mitigate the potential impacts of proposed policies on home health agencies, we have
in the past provided for transition periods when adopting changes that have significant payment
implications, particularly large negative impacts. For example, we have proposed and finalized
budget neutral transition policies to help mitigate negative impacts on home health agencies
following the adoption of the new CBSA delineations based on the 2010 decennial census data in
the CY 2015 home health final rule (79 FR 66032). Specifically, we implemented a 1-year 50/50
blended wage to the new OMB delineations. We applied a blended wage index for 1 year (CY
2015) for all geographic areas that would consist of a 50/50 blend of the wage index values using
OMB’s old area delineations and the wage index values using OMB’s new area delineations.
That is, for each county, a blended wage index was calculated equal to 50 percent of the CY
2015 wage index using the old labor market area delineation and 50 percent of the CY 2015
wage index using the new labor market area delineation, which resulted in an average of the two
values. While we believed that using the new OMB delineations would create a more accurate
payment adjustment for differences in area wage levels, we also recognized that adopting such
changes may cause some short-term instability in home health payments. Similar instability may
result from the proposed wage policies herein, in particular for home health agencies that would
be negatively impacted by the proposed adoption of the updates to the OMB delineations. We are
proposing a transition policy to help mitigate any significant negative impacts that home health

agencies may experience due to our proposal to adopt the revised OMB delineations.



Specifically, for CY 2021 as a transition, we are proposing to apply a 5 percent cap on
any decrease in a geographic area’s wage index value from the wage index value from the prior
calendar year. This transition would allow the effects of our proposed adoption of the revised
CBSA delineations to be phased in over 2 years, where the estimated reduction in a geographic
area’s wage index would be capped at 5 percent in CY 2021 (that is, no cap would be applied to
the reduction in the wage index for the second year (CY 2022)). We believe a 5 percent cap on
the overall decrease in a geographic area’s wage index value, regardless of the circumstance
causing the decline, would be appropriate transition for CY 2021 as it provides predictability in
payment levels from CY 2020 to the upcoming CY 2021 and additional transparency because it
is administratively simpler than our prior 1-year 50/50 blended wage index approach. Consistent
with the policy finalized under the IPPS and proposed in other Medicare settings, we believe 5
percent is a reasonable level for the cap because it would effectively mitigate any significant
decreases in a geographic area’s wage index value for CY 2021 that could result from the
adoption of the new OMB delineations. We believe a one year 5 percent cap provides home
health agencies sufficient time to plan appropriately for CY 2022 and future years. Because we
believe that using the new OMB delineations would create a more accurate payment adjustment
for differences in area wage levels we are proposing to include a cap on the overall decrease in a
geographic area’s wage index value.

While there are some minimal impacts on certain HHAs as a result of this 5 percent cap
proposal as shown in the regulatory impact analysis of this proposed rule, overall, the impact
between the CY 2021 wage index using the old OMB delineations and the proposed CY 2021

wage index using the new OMB delineations would be 0.0 percent due to the wage index budget



neutrality factor, which ensures that wage index updates and revisions are implemented in a
budget-neutral manner. We invite comments on our proposed transition methodology.
The proposed wage index applicable to CY 2021 can be found on the CMS website at

https://www.cms.gov/Center/Provider-Type/Home-Health-Agency-HHA-Center. The proposed

HH PPS wage index for CY 2021 would be effective January 1, 2021 through December 31,
2021.

The wage index file posted on the CMS website provides a crosswalk between the CY
2021 wage index using the current OMB delineations and the CY 2021 wage index using the
proposed revised OMB delineations, as well as the proposed transition wage index values that
would be in effect in CY 2021 if these proposed changes are finalized. It also shows each state
and county and its corresponding proposed transition wage index along with the previous CBSA
number, the new CBSA number or alternate identification number, and the new CBSA name.
3. Proposed CY 2021 Home Health Payment Rate Updates
a. Proposed CY 2021 Home Health Market Basket Update for HHAs

Section 1895(b)(3)(B) of the Act requires that the standard prospective payment amounts
for CY 2021 be increased by a factor equal to the applicable home health market basket update
for those HHASs that submit quality data as required by the Secretary. In the CY 2019 HH PPS
final rule with comment period (83 FR 56425), we finalized a rebasing of the home health
market basket to reflect 2016 Medicare cost report (MCR) data, the latest available and complete
data on the actual structure of HHA costs. As such, based on the rebased 2016-based home
health market basket, we finalized that the labor-related share is 76.1 percent and the non-labor-
related share is 23.9 percent. A detailed description of how we rebased the HHA market basket is

available in the CY 2019 HH PPS final rule with comment period (83 FR 56425 through 56436).



Section 1895(b)(3)(B) of the Act requires that in CY 2015 and in subsequent calendar
years, except CY 2018 (under section 411(c) of the Medicare Access and CHIP Reauthorization
Act of 2015 (MACRA) (Pub. L. 114-10, enacted April 16, 2015)), and CY 2020 (under section
53110 of the Bipartisan Budget Act of 2018 (BBA) (Pub. L. 115-123, enacted
February 9, 2018)), the market basket percentage under the HHA prospective payment system, as
described in section 1895(b)(3)(B) of the Act, be annually adjusted by changes in economy-wide
productivity. Section 1886(b)(3)(B)(xi)(I1) of the Act defines the productivity adjustment to be
equal to the 10-year moving average of change in annual economy-wide private nonfarm
business multifactor productivity (MFP) (as projected by the Secretary for the 10-year period
ending with the applicable fiscal year, calendar year, cost reporting period, or other annual
period) (the ‘“MFP adjustment’’). The Bureau of Labor Statistics (BLS) is the agency that
publishes the official measure of private nonfarm business MFP. Please visit

http://www.bls.gov/mfp, to obtain the BLS historical published MFP data.

The proposed home health update percentage for CY 2021 is based on the estimated
home health market basket update, specified at section 1895(b)(3)(B)(iii) of the Act, of 3.1
percent (based on IHS Global Insight Inc.’s first-quarter 2020 forecast with historical data
through fourth-quarter 2019). The estimated CY 2021 home health market basket update of 3.1
percent is then reduced by a MFP adjustment, as mandated by the section 3401 of the Patient
Protection and Affordable Care Act (the Affordable Care Act) (Pub. L. 111-148), currently
estimated to be 0.4 percentage point for CY 2021. In effect, the proposed home health payment
update percentage for CY 2021 is a 2.7 percent increase. Section 1895(b)(3)(B)(v) of the Act
requires that the home health update be decreased by 2 percentage points for those HHASs that do

not submit quality data as required by the Secretary. For HHAs that do not submit the required



quality data for CY 2021, the home health payment update would be 0.7 percent (2.7 percent
minus 2 percentage points). If more recent data becomes available after the publication of this
proposed rule and before the publication of the final rule (for example, more recent estimates of
the home health market basket update and MFP adjustment), we would use such data, if
appropriate, to determine the home health payment update percentage for CY 2021 in the final
rule.
b. CY 2021 Home Health Wage Index

Sections 1895(b)(4)(A)(ii) and (b)(4)(C) of the Act require the Secretary to provide
appropriate adjustments to the proportion of the payment amount under the HH PPS that account
for area wage differences, using adjustment factors that reflect the relative level of wages and
wage-related costs applicable to the furnishing of HH services. Since the inception of the
HH PPS, we have used inpatient hospital wage data in developing a wage index to be applied to
HH payments. We propose to continue this practice for CY 2021, as we continue to believe that,
in the absence of HH-specific wage data that accounts for area differences, using inpatient
hospital wage data is appropriate and reasonable for the HH PPS. As discussed above, we
propose to use the FY 2021 pre-floor, pre-reclassified hospital wage index with the September
2018 OMB delineations as the CY 2021 wage adjustment to the labor portion of the HH PPS
rates. For CY 2021, the updated wage data are for hospital cost reporting periods beginning on
or after October 1, 2016, and before October 1, 2017 (FY 2017 cost report data). We apply the
appropriate wage index value to the labor portion of the HH PPS rates based on the site of
service for the beneficiary (defined by section 1861(m) of the Act as the beneficiary’s place of

residence).



To address those geographic areas in which there are no inpatient hospitals, and thus, no
hospital wage data on which to base the calculation of the CY 2021 HH PPS wage index, we
propose to continue to use the same methodology discussed in the CY 2007 HH PPS final rule
(71 FR 65884) to address those geographic areas in which there are no inpatient hospitals. For
rural areas that do not have inpatient hospitals, we propose to use the average wage index from
all contiguous Core Based Statistical Areas (CBSAS) as a reasonable proxy. Currently, the only
rural area without a hospital from which hospital wage data could be derived is Puerto Rico.
However, for rural Puerto Rico, we do not apply this methodology due to the distinct economic
circumstances that exist there (for example, due to the close proximity to one another of almost
all of Puerto Rico’s various urban and non-urban areas, this methodology would produce a wage
index for rural Puerto Rico that is higher than that in half of its urban areas). Instead, we propose
to continue to use the most recent wage index previously available for that area. The most recent
wage index previously available for rural Puerto Rico is 0.4047. For urban areas without
inpatient hospitals, we use the average wage index of all urban areas within the state as a
reasonable proxy for the wage index for that CBSA. For CY 2021, the only urban area without
inpatient hospital wage data is Hinesville, GA (CBSA 25980). The CY 2021 adjusted, new
delineations wage index value for Hinesville, GA is 0.8478.

On February 28, 2013, OMB issued Bulletin No. 13-01, announcing revisions to the
delineations of MSAs, Micropolitan Statistical Areas, and CBSAs, and guidance on uses of the
delineation of these areas. Inthe CY 2015 HH PPS final rule (79 FR 66085 through 66087), we
adopted OMB’s area delineations using a 1-year transition.

On August 15, 2017, OMB issued Bulletin No. 17-01 in which it announced that one

Micropolitan Statistical Area, Twin Falls, Idaho, now qualifies as a Metropolitan Statistical Area.



The new CBSA (46300) comprises the principal city of Twin Falls, Idaho in Jerome County,
Idaho and Twin Falls County, Idaho. The CY 2021 HH PPS wage index value for CBSA 46300,
Twin Falls, ldaho, will be 0.8586. Bulletin No. 17-01 is available at

https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/bulletins/2017/b-17-01.pdf.*

On April 10, 2018 OMB issued OMB Bulletin No. 18-03 which superseded the August
15, 2017 OMB Bulletin No. 17-01. On September 14, 2018, OMB issued OMB Bulletin No. 18—
04 which superseded the April 10, 2018 OMB Bulletin No. 18-03. These bulletins established
revised delineations for Metropolitan Statistical Areas, Micropolitan Statistical Areas, and
Combined Statistical Areas, and provided guidance on the use of the delineations of these
statistical areas. A copy of OMB Bulletin No. 18-04 may be obtained at

https://www.whitehouse.gov/wpcontent/uploads/2018/09/Bulletin-18-04.pdf.

As discussed previously the most recent OMB Bulletin (No. 20-01) was published on

March 6, 2020 and is available at https://www.whitehouse.gov/wp-

content/uploads/2020/03/Bulletin-20-01.pdf.

The proposed CY 2021 wage index is available on the CMS website at:

https://www.cms.qgov/Center/Provider-Type/Home-Health-Agency-HHA-Center.

c. CY 2021 Annual Payment Update
(1) Background
The Medicare HH PPS has been in effect since October 1, 2000. As set forth in the
July 3, 2000 final rule (65 FR 41128), the base unit of payment under the Medicare HH PPS was

a national, standardized 60-day episode payment rate. As finalized in the CY 2019 HH PPS final

*«“Revised Delineations of Metropolitan Statistical Areas, Micropolitan Statistical Areas, and Combined Statistical
Areas, and Guidance on Uses of the Delineations of These Areas”. OMB Bulletin NO. 17-01. August 15, 2017.
https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/bulletins/2017/b-17-01.pdf



https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/bulletins/2017/b-17-01.pdf

rule with comment period (83 FR 56406), and as described in the CY 2020 HH PPS final rule
with comment period (84 FR 60478), the unit of home health payment changed from a 60-day
episode to a 30-day period effective for those 30-day periods beginning on or after

January 1, 2020.

As set forth in § 484.220, we adjust the national, standardized prospective payment rates
by a case-mix relative weight and a wage index value based on the site of service for the
beneficiary. To provide appropriate adjustments to the proportion of the payment amount under
the HH PPS to account for area wage differences, we apply the appropriate wage index value to
the labor portion of the HH PPS rates. In the CY 2019 HH PPS final rule with comment period
(83 FR 56435), we finalized rebasing the home health market basket to reflect 2016 Medicare
cost report (MCR) data, the latest available and most complete data on the actual structure of
HHA costs. We also finalized a revision to the labor-related share to reflect the 2016-based
home health market basket compensation (Wages and Salaries plus Benefits) cost weight. We
finalized that for CY 2019 and subsequent years, the labor-related share would be 76.1 percent
and the non-labor-related share would be 23.9 percent. The following are the steps we take to
compute the case-mix and wage-adjusted 30-day period rates for CY 2021:

e Multiply the national, standardized 30-day period rate by the patient’s applicable case-
mix weight.

e Divide the case-mix adjusted amount into a labor (76.1 percent) and a non-labor
portion (23.9 percent).

e Multiply the labor portion by the applicable wage index based on the site of service of

the beneficiary.



e Add the wage-adjusted portion to the non-labor portion, yielding the case-mix and
wage adjusted 30-day period rate, subject to any additional applicable adjustments.

We provide annual updates of the HH PPS rate in accordance with section 1895(b)(3)(B)
of the Act. Section 484.225 sets forth the specific annual percentage update methodology. In
accordance with section 1895(b)(3)(B)(v) of the Act and § 484.225(i), for an HHA that does not
submit HH quality data, as specified by the Secretary, the unadjusted national prospective 30-day
period rate is equal to the rate for the previous calendar year increased by the applicable HH
payment update, minus 2 percentage points. Any reduction of the percentage change would
apply only to the calendar year involved and would not be considered in computing the
prospective payment amount for a subsequent calendar year.

The final claim that the HHA submits for payment determines the total payment amount
for the period and whether we make an applicable adjustment to the 30-day case-mix and wage-
adjusted payment amount. The end date of the 30-day period, as reported on the claim,
determines which calendar year rates Medicare will use to pay the claim.

We may adjust a 30-day case-mix and wage-adjusted payment based on the information
submitted on the claim to reflect the following:

e A low-utilization payment adjustment (LUPA) is provided on a per-visit basis as set
forth in 88 484.205(d)(1) and 484.230.

e A partial payment adjustment as set forth in 88 484.205(d)(2) and 484.235.

e An outlier payment as set forth in §§ 484.205(d)(3) and 484.240.

(2) CY 2021 National, Standardized 30-Day period Payment Amount
Section 1895(b)(3)(D)(i) of the Act, 